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STEEL | SPECIFIC TERMS & PRODUCTS

= Crude Steel is steel in its first solid (or usable) form: ingots, semi-finished products —
billets, blooms, slabs. Production refers to Crude steel.

= Consumption refers to Finished steel products — long (rebars) flat products (galvanized
sheets) and tubes.
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INDUSTRY SNAPSHOT

Demand for steel, after witnessing good growth in last few years, had muted growth
(1%) in 2014. The trend continued in 2015 with a slight YoY drop (~2%) in demand.
This change is largely driven by slowdown in major steel consuming markets — China
and Europe.

Demand slowdown has led to significant drop in key raw material — iron ore and steel
scrap — prices (~60% drop in iron ore price in last 2 years).

Despite reduction in prices, demand woes are likely to cloud dynamics of steel industry
— expected to have largely similar consumption in 2016 (~1500min tons)

Pakistan’s total demand for steel products clocked in at 4.4mln tons.

Pakistan’s steel production, comprising public and private manufacturers — is reported
at 1.9mlin tons in 2014 while the deficit was met through imports.

Pakistan steel industry is supply deficit and the sector is largely fragmented.

Key steel manufacturers include Public — Pakistan Steel Mills (capacity: 1.1min tons)
and Private — Amreli Steels (0.2mlin tons), Mughal Steels (0.6mlin tons), International
Industries, Aisha Steels.

Going forward, local demand is expected to remain high — a factor of higher PSDP
spending and infrastructure projects.

Low raw material — mainly scrap — prices will further spur local demand. Hence,
Pakistan will be at odds compared to international market.

Presently, the local manufacturers’ business margins are healthy.
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Raw Materials | Iron Ore & Steel Scrap | Price Trend 1,2
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Global | Steel Production

Global | Steel Production| Trend 3
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Global | Steel Consumption

Global | Steel Consumption | Trend 3
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Pakistan | Steel Consumption | Trend
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Pakistan | Steel Consumption | Trend *

Pakistan | Steel Consumption | Trend
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Pakistan | Steel Industry | Duty Structure

Duty Structure - FY16
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- Long Steel Product| Peer Comparison’
PKR min
Amreli Steels Mughal Steels

Performance Indicators FY15 FY1l4 FYl4
Revenues 14,414 11,962 10,622 12,241 5.973 3,929
Gross Profit 2,514 1,372 1,162 1,284 728 315
Operating Profit 2,004 1,018 839 1,106 637 128
Finance Cost 648 624 606 350 218 152
Net Profit 1,011 252 108 721 391 120
EBITDA 2,242 1,302 1,055 1,129 597 670
Total Debt 4,757 4,943 5,782 2,161 3,057 1,388
Short Term 2,654 aail 3.404 2,046 2.803 1,071
Long Term 2,103 2712 2,378 114 i e 317
Sponsor's Loan - - - 837 1,358 1.322
Equity 5,871 4 839 4.605 3,642 1,803 949
GP Margin 17% 11% 11% 10% 12% 10%
Operating Margin 14% 9% 8% 9% 11% 3%
Net Margin 7% 2% 1% 6% 7% 3%
EBITDA Margin 16% 11% 10% 9% 10% 17%
Leveraging 45% 51% 56% 37% 63% 59%
Melting 200,000 200,000 200,000 366,000 294.000 78.000
Rebars 180,000 180,000 180,000 688,000 688.000 688.000
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